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Virtual enterprises Traditionally, division of labour follows two routes. Complex tasks are divided into subtasks and hierarchically coordinated within organisations. Alternatively, multilateral competition between companies can be used. This is based on coordination through market mechanisms, such as bargaining, pricing and contracts. Recently, a third coordination mechanism has emerged: virtual enterprises -also referred to as interfirm networks. Conceptually located between the extremes of markets and organisational hierarchies, the legally independent companies in the nework commit to carry out specified subtasks. However, in contrast to market arrangements, contracts are only incompletely specified and the duration of the cooperation tends to be open ended (Schober, 1997) .
Virtual enterprises themselves can represent horizontal coordinations of companies in different businesses, for example the coordination of software developers and hardware manufacturers. Alternatively, the term may refer to vertical coordination of companies in the same business along the value chain of a product or service. Electronic Data Exchange (EDI) facilities between a company and its suppliers represent an example of a virtual enterprise meeting this definition. Another possible usage of the term, finally, would be the loose description of an office-less company. To facilitate the functioning of virtual enterprises, the use of enterprise-resource-planning (ERP) applications has become an important tool. The ERP market is booming accordingly. Last year, the four leading providers of ERP applications, namely SAP, with a market share of over 60 per cent, Oracle, Baan and PeopleSoft recorded a sales growth of 50 per cent (The Economist, 1998a) .
Electronic markets
Utilising ICT to organise such virtual enterprise structures ultimately leads to "electronic markets," such as the SABRE airline reservation system, which coordinates the tasks of travel agencies, airlines, hotels and car rental companies. Electronic markets differ in terms of the market transaction processes they support. While some may only offer search processes, others support bargaining, pricing, contract administration and control.
Currently, one of the main stumbling blocks for the use of electronic markets is still the payment through Internet. However, the development of efficient electronic payment systems is advancing rapidly. It is expected that by the year 2000, some 9 billion Internet transactions will involve so-called electronic cash (E-Cash) and by the year 2005, some 30 per cent of all consumer payments will be based on digital payment systems (Kristoferitsch, 1998) .
Blurring industry boundaries
The answer to the proverbial question -what business are we in? -is getting increasingly complex. Chemical companies are heavily relying on electronics to manage production processes and large retailers have to be good at database management to administer the flow of their products. Of course, we are long used to the fact that car companies sell financial services (e.g. GM), petrol stations transformed themselves into supermarkets (e.g. BP) and software companies edge into the consulting business (e.g. SAP). Now, cable companies are offering access to the Internet through Web-TV and computer companies are selling gateway servers that make it easy to phone via the Net.
How information technology impacts the fabric of an industry can best be seen in drug research. Computer modelling techniques have reduced the requirement for "wet" chemistry in the design of new drugs. The application of computer technology to biological research, bioinformatics, is rapidly becoming a key component of pharmaceutical research (Financial Times, 1998) . In medicine, too, new technologies are blurring industry boundaries. The need to make diagnostic services available in remote locations -telemedicine -will require a redefinition of the skill-set of medical personnel.
Fragvergence of cultural barriers
The word "fragvergence" does not yet exist. We created it to refer to an apparent paradox, namely the simultaneous fragmentation and convergence of cultural boundaries. Fragmentation refers to the simultaneous presence of lifestyles that represent different cultural identities. Firat (1997, p. 79 ) describes this phenomenon:
The consumer is ready to have Italian for lunch and Chinese for dinner, to wear Levi's 501 blue jeans for the outdoor party ... and try the Gucci suit at night to attend a Japanese exhibition.
Convergence, on the other hand, refers to the existence of identical products, consumption patterns and lifestyles across the globe. Nearly everywhere in the world one can drink a Coca-Cola, watch CNN, buy a Sony walkman or rent a Toyota. The oxymoronic coexistence of convergence and fragmentation has been made possible through the globalisation of information. Indeed, the globalisation of information has not only broken down country and cultural barriers, but contributed to the creation of new ones. Barriers which do not follow traditional ethnic or religious affiliations, but are based on sub-cultures such as "techies" versus "greens." Arguably, barriers within country boundaries will become more important than differences between counties.
Implications for marketing management
Mushroom companies, virtual enterprises, electronic markets, blurring industry boundaries and fragvergence of cultural differences all pose abundant challenges. The phenomena discussed are, of course, highly interrelated. We could, for example, cynically envisage a virtual mushroom enterprise which operates in an electronic market environment characterised by blurring industry boundaries. Below, we attempt to outline some of the implications for marketing management.
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Mushroom companies
Mushroom companies represent one of the most disturbing and difficult challenges to marketing managers, namely rapidly diminishing value of incumbency versus the increasing importance of speed and time-to-market. Seemingly strong market positions can erode overnight and new empires emerge with breathtaking speed. For marketers, an efficient and quick promotion of ideas, business concepts and services has become the key to success. To achieve this, the emphasis of communication policy has shifted from traditional media towards the Internet (Albers and Peters, 1997) . But while the interactive nature of the Internet offers a wide array of communicative possibilities, such as the integration of text, video and sound, most marketers still need to acquire the necessary experience and knowledge to utilise all facets of the new medium.
In the race to be noticed, branding has also acquired a new dimension. An important way to differentiate against competitors is to offer a unique wwwaddress (a so-called "URL", i.e. unique resource locator) which is easy to remember and intimately resembles the company's name. Although it may be useful to provide certain "local" internet-pages according to the country of origin of the surfing individual, many commercial product vendors register with the ".com" rather than the local country domain (for example: ".uk" for Britain, ".de" for Germany or ".at" for Austria), since this supposedly signals a stronger emphasis on global presence and provides a "global branding".
Virtual enterprises and electronic markets
These most clearly represent the transformation of the Internet from an entertainment/infotainment medium to a marketplace. To enable smooth running of such virtual enterprises, the use and optimal configuration of socalled enterprise-resource planning (ERP) applications is required. For marketing, which has traditionally focused on managing the relationships between a single company and its customers and -to a lesser extent -to its suppliers, this situation radically alters its role definition. The selection and, in particular the configuration of an appropriate ERP application has become an important strategic marketing task. No longer is ICT used to automate welldefined tasks within an organisation which can be left to ICT specialists and/or manufacturing people, but ICT is the framework and key instrument for designing and managing company external relationships. Consequently, the driving force for the success of virtual enterprises will be the ability of marketing managers to develop a sound understanding of the technological capabilities on offer and their ability to coordinate with ICT specialists in their own and other network companies. Moreover, marketers need to be able to transform the unique characteristics of the Internet into tangible customer benefits.
The translation of specific Web capabilities into tailored customer benefits is connected to the use of the Internet as a marketing research instrument and the use of collected market research data in forming micro segments. A company offering CDs online, CD-NOW (http://www.cdnow.com/), demonstrates this principle. Following the collection of customer preference data at the initial e-mail subscription to their service, the company offers a "Top 10" CD list which is specifically tailored to the customer. Following an order, actual purchase data and expressed customer preferences are pooled to update the information held on the customer and to assemble even more specific and attractive offers for the given customer. A one-to-one segmentation has been achieved.
Amazon.com (http://www.amazon.com/) and other booksellers follow similar principles in making use of the Internet to create customer intimacy. Feedback corners on their Web-sites provide customers with the opportunity to comment on books or music charts. Chat rooms provide a forum to "meet" the author and discuss with people who have read the book. For marketing managers, it will be increasingly important to design Web-based measures, which foster the development of online communities and create customer loyalty.
The attribute "virtual" is particularly suitable for companies that can use the Internet for the physical distribution of their products. Software houses or companies that provide information services, such as stock-market information, weather reports, home banking, product test results, etc. fall into this category. Innovative products extending the range of information services sold on the Web appear nearly every day. One of the latest services is referred to as "firefly-technique." It helps companies to target consumer groups and provide special product offerings based on profiles of musical/reading preferences (http://www.firefly.com/). Using preference data revealed by members of those communities can support promising micro marketing applications (Sivadas et al., 1998) . For marketers working with such technologies, marketing is clearly not what it used to be. Warehouses get replaced by servers which distribute files and information, and traditional timeconsuming export marketing tasks like filling out custom forms are automated.
But even the marketing decisions in companies that need to ship their products through traditional distribution channels will be profoundly affected by advances in ICT. Superb software will make it easier than ever to outsource the transportation and warehouse function to logistic experts. Applying this approach in a retail environment will give rise to virtual enterprises which act as exchange agents for data and information that link producers and consumers. Their main function will be to coordinate date, time and conditions of delivery. For marketing managers, these forms of virtual enterprises necessitate a fundamental shift in orientation towards the marketing of information. At the same time, the possibility of organising a business around some sophisticated piece of software lowers market entry barriers and is already enabling small companies to compete in traditional retail environments. Again, marketing of such new competitors is characterised by their ability to excel in the design of meaningful consumer interactions via the Net. An example of such a company is Virtual Vineyards (http://www.virtualvin.com), which offers wine online. It remains to be seen whether established retailers can International Marketing Review 15,3 168 reclaim market share in the online community once they have properly set up their Web-stores.
Blurring of industry boundaries will go hand in hand with increased uncertainty. The implications for marketing managers will be twofold. First, marketing managers will need to develop their ability to gain a quick but firm grounding in the scope offered by new and unfamiliar technologies. Second, in an attempt to reduce uncertainty, marketing managers will have to find new avenues to support their strategic decision making. To this end, the application of sophisticated modelling techniques to forecast consumer acceptance of emerging business concepts and the use of the Web for product testing and development is likely to increase.
A number of reasons suggest that market research on the Internet is likely to increase in importance (Pitkow and Recker, 1994) . The problem that current users of the Web are unrepresentative of the population as a whole (more males, higher income groups, higher education achievements) will soon diminish. With every new user getting online, the Internet will become more representative. Indeed, the current user biases might soon be overcome by introducing Webtechnology to the TV or by developments like NetPC or Web-enabled consumer consoles. Moreover, data collection via the Internet is fast and, consequently, lends itself to applications in marketing situations where speed is of the essence and uncertainties need to be resolved quickly. As such, the Internet provides promising potential for focus group research, consumer-panels and product chat-rooms. Kodak, for instance, uses online focus groups and chat-rooms to enhance product and service quality and to explore the acceptance of new product concepts (see the photochat section at: http://www.kodak.com/). Through this approach, Kodak uses consumer responses gathered on the Web to reduce the uncertainties involved in the introduction of unfamiliar technologies.
Fragvergence of cultural differences
Finally, fragvergence of cultural differences will have profound implications for the definition of international marketing. When target groups are routinely scattered throughout different countries around the globe, the majority of all marketing activities will have to be international. Marketing managers, therefore, need to develop a deep understanding of the idiosyncrasies of global marketing. However, companies can no longer rely on geographical markets to be dominated by a singular culture (e.g. the Spanish culture). Ethnically based cultural differences (e.g. food consumption habits) are widely experienced outside their original context and culture itself is becoming a commodity represented through its tradeable artefacts. Thus, marketing managers will need to revisit the meaning of cultural differences in an environment where information is global and cultural and social proximity -feelings of "closeness" and "familiarity" -are created through media.
When social proximity is largely created through interactive media and not through personal contacts, personal sales activities will no longer be personal at all. Textbook marketing distinctions become blurred.
In today's world, if you want to reach 12 people, that's easy: you use the phone. If you want to reach 12 million people, it's easy: you take out an ad during the Superbowl. But if you want to pitch something to 10,000 people -the hard middle -that's really hard. (Amazon's CEO, Bezos in The Economist, 1997b, p. 17) The Internet helps to target and communicate with potentially interested consumers. Specialized search services like InfoSeek or Lycos sell keywords for "airline tickets" and can ensure that advertising banners for specialised travel agencies pop up on the search result list.
The capabilities of the Internet provide new opportunities to achieve a virtual one-to-one relationship for enhancing customer intimacy. However, for global companies, the properties of the Internet may also limit their marketing scope. While pricing used to be the least standardised marketing mix element in global marketing, the advent of the Internet will reduce the ability for price discrimination across countries and, thus, reduce revenues (Peterson et al., 1997) . The emergence of intelligent agents which are able to automatically research the best price for a distinct product will help to reduce consumers' search costs (see Andersen Consulting's Smart Store(R) Virtual initiative HYPERLINK http://bf.cstar.ac.com/bf/ http://bf.cstar.ac.com/bf/). Based on such technological advances, price transparency will increase and reduce the willingness of consumers to accept price differences.
Summary
The examples discussed above illustrate that ICT is completely reshaping the way we communicate with others, conduct our business, target customers or distribute products and services. Indeed, the changes we are currently witnessing are so far reaching that the advancements in ICT are nothing short of a "technological shock" (Gatlin et al., 1997) .
The eminent business writer Handy (1989) already pointed out that discontinuous change requires discontinuous thinking. For marketing managers, this implies that the new ICT environment will favour those who are willing to "think out of the box." Managers who will use the technology to find new ways of conducting business, managers who will redefine the bases for competition in an industry, and managers who will successfully appeal to the imagination of customers located in different parts of the globe but are united by a common interest or lifestyle will be the successful ones. In short, for marketing to survive and prosper in the information age marketing managers need to break with established rules. Planning for business as usual, in contrast, would be a recipe for failure.
